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These Letters were ori^nnUy given to the Fablic through the periodical press, 
unto the ngnature of " Nkbbmiah," sod aftervarda circulated among the Joint 
Stock Banks. The first vas written a shod: time previous to the last session of 
PatliBment; — Ihe second soon afterwards, whm on impression prerailed that a plan 
would be proposed for the estahlishmeat of one Bank of Iseue ; — the third, imme- 
diatelj after Sir Robert Peel had onaODOced bis measures io the House of Commons, 
■nd before the Deputies from the Joint Stocli Banlca had held their meeting for the 
pnrpoae of considering them, — and the fourth after those measores bad become law. 
Biey are now printed together (not published) for the gratification of such of my 
Friends as may (till feel an interest in the perosaL 

J. W. G. 
Lothiury, January, 1815. 



Digitized bvGoogle 



}n%6$^ 



LETTERS OF NEHEMIAH. 



1^ the Editor of tlK ♦ • . * 

SiB,^ — 'Aa the cltarteT of the Bank of England is liable to expire upoa 
twelve months' notice, if Eiven within six months after the 1st of Au^t next, 
the subject of banking will probably be brought under the consideration of the 
nest session of Parhament. I trust, therefore, you will give me permisaion to 
lay before your readers a statement of some of the defects in the present stale 
of the laws relating to joint-stock banks. 

Joint-stock banks have now been established in London for about teii 
years. Their paid-up capital exceeds two milhons sterhng. The deposits 
placed in their hands by the pubhc have been estimated to amount to between 
six and seven millions, Their shareholders number about 3,000 persona, 
g whom are some of the wealthiest and most respectable men in the 
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Yet these powerful companies are beyond the pale of the law. Practically 
uiEvare denied admissions into our courts of justice. 

When a person opens an account with one of these banks, he signs u> 
i^eement, covenanting to pay to certain other persons therein named any 
debts that may become due by him to the bank. These contracts are legally 
binding, and hence the law provides a loophole of escape &om the injustice tu 
its own enactments. But is it not a disgrace to the legiilature of any civilised 
country that such a loophole should be rendered necessary. 

The London Joint'Stock banks are agents to many other banks located in 
the country, in Ireland, and in the colonies. It is the legitimate business of 
these banks to draw bills upon their London agents. But banks in London 
having more than six partners are not permitted to accept bills drawn at a 
shorter period than six months after date, while banks not having more than 
six partners may accept bills drawn at any term. 

This state of the law bus compelled the adoption of other measures on the 
part of the banks — as bills at such dates as the demands of business require 
cannot be accepted by the London agents, the countrj^ banks draw bills at the 
required dates " without acceptance. This practice ia supposed to be war- 
ranted by the conduct of the Bank of Ireland and the Royal Bank of Scotland, 
whose drafts on the Bank of I^iglaud are drawn in this way. I will not stop 
to enquire into the inconvenience, of this system, nor ia it necessaty. Tliat 

Ct-stock banks are compelled to adopt a practice different from that of other 
ks, is quite a sufficient proof that the law with reference to them it partial, 
oppres^ve, and unjust. 

Such is the unrighteous state of the law of banking in London. Between 
London and the distance of sixty-five miles it is worse. If a deal^ sells his 
goods iu London, he wUl be paid in notes that be can take with safety; but 
beyond ten miles from London he will be pud in nol«s issued by banking firms 
consisting of not more than six persons. Within the kst ten years not a few 
of tbeae firms have failed, and the holders of their notes have suffered loss. 



of more than lix persona can issue notes withiD thi8.ilistance; 

. _ IS eaused by the failure of private banks ailmite of no alii 

Berond this distance, if a private Dank stopa, the branch of s 



hence tbe divtreas caused by the failure of private banks ailmits of no allevia- 
tion. Beyond this distance, if a private Dank stopa, the branch of some 
joint-stock bank steps in and fills up the vacuum. But this is holy ground. 



which a joint-stock hank of issue must not place its unhallowed feet. 
Beyond this distance, a weak but not insolvent private bank may transfer its 
business on equitable terms to a joint-stock hank ; but here, however desirous 
a private hanker may be to effect such an arrangement, be cannot obtain the 
value of his business, for he cannot transfer the value of his circulation.* 
He may took over the sixty-five mile hedge, and see that in tbe distance 
beyond above 130 private banks have thus transferred their business to larger 
banking companies, but he can anticipate no such good fortune tor himself. 
He may he asked to afford assistance to the trade and the agriculture of tbe 
distnct, and he may wish to do so, but he hts not the means, and he may 
deeply r^et that the law prohibits bis calling in the aid of a more powerful 
company, wbo would allow him to distribute to his customers tbe more ample 
fimds they would place under his administration. 

The reason assigned for inflicting on this district all tbe evils of an insecure 
fasten of banking, is — that the Bank of England ought to have a monopoly 
<tf the drculation of London. But even supposing this were necessary, is not 
the distance of sixty-five miles far too grept T Would not ten or fifteen miles 
be amply sufficient? 

But beyond tbe distance of sixty-five miles from London, what there is 
the state of the law with regard to joint-stock hanks 7 A few years ago the 
admission of a cler^man as a aharcholiier would place the whole company 
beyond the pale of the law ; any shareholder might incur debts to the com- 
pany, and no law existed to compel him to pay those debts ; and he migbt 
stesj all the notes in their vaults, and there was no law to inflict punishment. 
These things are now happily altered ; hut atill these banks, like others, have 
much to desire in hanking legislation. There are questions about the laws of 
partnership, about the liability of ahareholdera, about the registration of pro- 
prietors, about the best mode of suing and being sued, about stamp duties on 
deeds of transfers, about hens on aharea, and other matters, that demand the 
prompt attention of the legislature. 

But what shall wc say of Ireland? In Dublin, and vrithin a circle of fifty 
;nilea, the joint-stock hanks are suhiect to the same disahihties as those in 
London. They cannot accept bills for banks in Belfttst or elsewhere, to whom 
they may he the Dublin agents, nor can they draw bills on their own agents 
in London or elsewhere. They are beyond the pale of the law in matters of 
suit, end, like their brethren in London, are obliged to have recourse to 
special contracts made with their trustees. They cannot issue notes in DubUn, 
or within a distance of fifty Irish miles. These grievances of the Dublin 
banks appear more ^Ilin^ when contrasted vritb the freedom given to the 
same kind of banks in Edinbui^b. Those banks, ton, that issue notes beyond 
the fifty miles from Dublin are prohibited from eatabliahing even a non-issuing 
branch within the circle, or carrying on the business of banking in Dublin. 
Thus we find, that in a country whose great want is notoriously a want of 
capital,— banking companies, which are the e^eat fountains and distributors of 
capital, are placed under legal restrictions which contract their operations, and 
render them less efficient in promoting the happiness of the people. 

It is high time for those who wish the hanking institutions of the countiy 
to be placed on a just and proper basis, to arouse from their lethargy. This 
ought not to be considered as a mere squabble between rival banks, or only a 
question of pounds, shillings and pence. It is a question that involves prin- 
aples of national prosperity and of moral obligation. Tbe laws which regulate 
• Thi> ii ncic tbe cue alw nilli joipt-slock buki btjoad the diitancc of nitj-five duIh from 



our banking companies are a acandal to the country, an outrage upon i 
sense, a violation of the most sacred maxima of equity, end a diaerace to the 
civilization of the age. Every patriot, everjF philanthropist, every honest man, 
should move heaven and earth to obtain their amelioration. 

I am. Sir, voui obedient servant, 

NEHEMIAH. 
London, December, 1843. 



LETTER II. 

THE EFFECTS OF A SOLE BANK OF ISSUE, 

7b the Editor of the * • * * 

SiB,— In my former letter I pointed out the unrighteous state of our law» 

with regard to joint-stock hanks. I now ask permission to lay before your 

readers a summary of the evidence given before the ParUamentary Committee 

on Banks of Issue in 1841, upon the establiahment of a sole Bank of Issue. 

I am. Sir, your ohedient servant, 

London, January, 1844. NEHEMIAH. 

A Summary of the Etndence given btfore Ihe Parliamentary Committee on 
Banks of feme, in 1841, upon the Establishment of one Bank of Issue. 

1.— y we had only one Bant oflatut we should have tometimes loo much Money 
and mmetimei too little for Ihe mantt iff Trade. 
" I think it is one of the inooayeoieuces of a metallic currency, and would, m fact, 
be one of the inconveniences of & sole bank of isane, that at one part of the year we 
Hhould have too mncb money, and at another part too little; because, as money would 
not fiuctuate iQ amount, and the demanda oftnde would floctnate, the amount of 
money would not he proportionate thronghout the year to the demands of trade. 

"I liave shewn from Appendii 34, that eveo taking the whole circulation 

together, there is a difference, varying from two to fbiir millions, tn the total amount 
of the circulation ; and, therefore, after supposing all these transfers to have taken 
place, if they could havs taken place at all, and that the surplus of one district was to 
supply the wants of another, still there would be a very great ine[[nality in the amount 
of mooey, as compared with the demands of trade." — Gilbarl. 

"It appears from Appendix M, that the total amonnt of notes in England, 
Scotland, and Ireland, yariea very considerably in different months of the year. 
Sapposing, then, that you had one hank, and that all the notes in circulation were 
the notes of that one bank, which did nothing but issue notes against gold, and gold 
against notes, how would you employ those notes which were not wemted in the slack 

periods of the season?" " It is evident from Appendix 34, that daring some 

part of the year there is not employment for the entire amount of money that is 

required in another season of the year; and if you had one hank of isane, as you 

could not contract the circulation, you would have a surptna circulation, which would 

have the effect of lowering the rate of interest, and promoting speculation." — - 

Gilbart. 

2. — II iBOuld reduce the Meant qf the Country Bankers to i^ord AmislatKe to their 

Ctatomers, and hence cause great Distreti, eepecially in the Agricultural Districts. 

"What wonld be the effect which you think it would produce upon country 
bankers ?". ..." I thmk the banks, in the first place, having to pay off their notes, 
it would reduce thdr funds, from which they now give accommodation to their 
cnatomera; and in order to find funds to pay off those notes, they would have to 
recal loans, and to reduce discounts to such a degree as to cause considerable distress 
throughout the country, and more especially in the agricultural districts." — Gilbart 

" Of your gross annual profits, would Oie loss of your annual issue be a serious 
diminution ?". ..." I think it would be so ; and, as I believe 1 stated before, in 



■mwer to one of Ike qnestiotu, 1 contider the drcuUtion of a respectable bank has 
added tktj mnch to their other nuana of deposit on accoont ; where circulation bos 
been conducted well for Gfty jeerB, sod big been payable at all timea, ood under all 
the atonna we have had, it has added to the other buaineas of the bank eery much, 
it haa had what may be called a moral efiect." 

" And the loaa of profit arising from your circulation would diminish your power 
of accommodation grmtlf ?", . .. "Very much, indeed." — SIvrkey. 

" la not your circulation in the nature of additional capital employed in your 
buainess, so that if the circolation were taken away from yon, you would be obliged 
to introdnce into your buainess an additional capital, something near the same 
amount, in order to carry on the same eitent of banking business which yon carry 
on at present ?"...." The vaconm created by the withdrawal of onr circulstion 
must be supplied from some sourcOp" 

" Asenmiug, for argument's sake, that you were forbidden to issue anymore 
circulation, it would be neceesary for yon to acquire to yourself a circulation from 
ether sources, by disposing of the amount of secnrities you now hold J". ..." I ap- 
prehend it would." 

" Would not that be tantamount, therefore, to a certain loss of profit upon those 

" "'' iwhich you now hold, and in respect of the future conduct of your business, 
wonia i[ not be tantamount to the loss of so much capital P". ..." I conceive that 
it would." 

" In the practical conduct, then, of your bnginese, the question aa to your 
retainii^ or not retaining your circulation, is a question aa to what eitent of bankii^ 
husioesB you can carry on, and wliat d^ree of profit yon can obtain out of it by the 
preaent system?".. ,." It it." .. Sodwell. 

3. — Tte Bimieri tuimld be comptUed to ina-etae their Chargei. 

" What eSecte do you imagine would ensue when tbe menEure bad once been 

carried into effect ?"...." After the menaure had once been carried into efifect, tiie 

charges which the country bankers would be compelled to make upon that accomo- 

' "' , which they would still have the power irf aflTording, mnst be considerably 



" Why ?" " Because they wolild (hen get no profit upon the notes ; at pre- 
sent they can afford to advance money at a low rate of interest when issued in thrirown 
notes, because of the profit upon those notes. . When I was in Ireland, I discounted 
biUs at the same rate which was charged by the Bank of England here, and for the 
same reason, because 1 issued my own notes ; but if the country bankers had to 
bring the money from a distance and lend it to their customers, they must get a 
greater interest from their cuatomera than they could get by employii^ in London 
oi elsewhere, and hence they must make, either in the form of interest, or in the 
form of commission, heavier charges than they Made bcfijre." — Oiliarl. 

4. — /' teovld catat tome (tf the aaailer BanUng EttablUkmenli to ie ditamUniied. 

" The profit on the circulation being thus reduced, there would be a further effect 
by the limitation of bauking establishments ; for some of those establishments are 
BO small, and established in remote places, that they would scarcely pay the expense 
of conducting them, unless for the profits of tbe circulation ; and yet the withdrawal 
of those establishments, though connected with no great profit to the bank, would 
be attended with very considerable Ioe^s and inconvenience to the inhabitants of those 
places, because those banks act as receivers of the surplus capital, and hence (hey are 
useful to persona who have money to place in those banks ; they act as discounters 
and granters of loans, and hence they are useful to the productive industry of the 
conntiy ; they are also useful as banks of remittance, for the purpose of making 
payments from those places elsewhere, and hence they are usefij to traders ; and those 
useful purposes, as for aa many small banks are concerned, would be altogether 
annihilated, if those eStabUsbments did not issue their own notes." — Gilbart. 

" In your opinion, the suppression of their circulation would render it necessary 
for them to charge a higher commission upon their operations, or a higher interest 

upon Uie loans wMch they make?" "With regard to those small eBtablisbments, 

I do not think any rale of commission could pay tbe expense ; villi regard to the 
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lu^er eatablishnieDta. you miglit make up for Che deficiency of profit apon the cir- 
cnlklioa by an increaeod chArge of comaiUaioD ; but with regard to fimaU eetabHflh- 
menta, in remote places, the biuiacsa is not sufficient, even with the charge of 
oanuniSBion, to pay the eipenso withoot the profits of the circnhitLoD : annihilation of 
the circolation would lead to annihitation of the bank." — Giliarl, 

b. — U would Uad to tit SiJutitulion qf Bilh t^f Bxckmjf, or tome olhtr Fi/ret 
^fCndil CurrtKry, 

" Did yon concetie that it would have any efi'ect upon what yon hare called the 
•moont of the drcnlatioo, which in your opinion is required at different times itf 

the year?" "I think it would hne a consiileraljle eStet generally in the reduction 

of the circulation, becanae if the drmlation waa issned by one ungle bank, the local 
bankers in the respectiTe districts would bave no interest in increasing the amount of 
tiiat circulation, and hence, in places where it could be done, the bankers would most 
likely have recourse to a bill circuhUioa, and they would substitute bills for Che cir- 
culation of this one bank of iisne. We koow Chat at Manchester and liverpool, and 
in other places in that district, a bill drcnlatioo a short time ago was almoeC the entire 
tnrculatioa ; and it was not tUl Ulb Bank of England eatablii^ed branches in those 
places, diat Ae bill circultiiou became considerably reduced, andeien then the bank 
obtained a drcnlation in those place* only by offering their notes to country bankers 
at a reduced rateof interest. Now, if yon had only one bank ofiaaoe, it is not to be 
supposed that the eonntry bankers would obtain those notes at a reduixd rate of in- 
terest, and Gonsequenlly they would have no advantage in getting them into circulation; 
they would fall back upon their bill circulation, upon which they got a profit, and 
the amount of note circulation, would, I think, be considerably reduced." — Gilbarl. 

" Small bills of eichange, the circuladcn in your neighbourhood being full, are 
almost unknown at present?". . .. '"Hiey are." 

'* If a limitation were pnt upon (he (^rculadon of local paper payable to bearer, 
hare you a strong opinion that any l^islatiie power whatever could prevent the 
circulation of credit in some other shape, such as small bills of exchange?".' .. " I 
think that no legislativl interference could, by any pombility, prBvent it, in a much 
more objectionable form than it is now." 

"Thsrefbre, it does not follow that if local credit ceases to circulate to its present 
extent, further capital most be introduced into the oeighbouibood ; it would be quite 
poswbte that credit in another shape would circulate, and fill up the vacuum caused 
by the witiidrawal erf the notes ?". , . ■ " Undoubtedly,"— JJodiMB. 

6. — fFM one Bant <jf bmt lit re-aelimu qf lAe Foreiga Exchangta wovid pro- 
duct great and universal Dialreti, and ytt not accomplith that conilatit mn- 
fermity between the London and CiruBtry Circulation which it totight to be 
attained. 
" Do you concave that such a change as has been contemplated, namely, the 
abolition of country bank notea, would produce any efi'ect upon the fordgn ex- 
dkanges?".. .."ITie effect upon the foreign eichanges woidd depend upon the 
principle upon which the sing^ bank of issue was conducted. If conducted merely 
by issuing gold fiir notes and notes for gold, I consider that when the foreign ex- 
changes were favourable, and brought in a large amount of gold, then there would be 
a large amount of notes put into circulation. I think that was the case in 1S37 and 
IS38. altiiough the Bank of England did not issue to Buch an extent, as, upon the 
principle assumed, this one bank of issue would be compelled to do. 1 consider that 
thus this large amount of notes put bto circulation sgainat the importation of gold 
would reduce the rate of interest, would eictte speculation, and lead to foreign in- 
vestments ; that a re-action would then take place, and the amount of contraction 
would be very considerable, so as to produce very great distress." — Gilbart. 

" Now, whether jou have different banks, or whether you have only one bank, 
if there is a certain amount of circulation in the country, and a certain amount in 
London, and the Bank of England, or the central bank, purchase a large amount of 
bullion in London, that immediately disturbs the proportion that existed between 
the Londou circulation and the country circulation ; and, on the other band, if there 
is a demand for bullion to go abroad, and bullion is sold at the central office, that 



will contract the circulation, and contnut it mndi more tban it conld be immediitel]' 
contnicteii in tlie coonlry. If, therefore, the lisbilit; to a diaproportioii in amount 
betwecD tbe country and the London circulation ia a defect in the "'iatiiig gj gtem, 
it it a defect which the eBtibliahment of only one bank of isiue will not remedy." — 
Gilbart. 

7, — 77tt S»iablitiitiail ((f ant Baai qf Iitue KBuld Embamiu the Fitcal aperafioiu 
eftfit GanrtrnKiti. 
" 1 may doit itate, witii reference to tbe payment of tbe public dividends, that tbe 
Bank of England adrancea loani in December, betorc the dividends are paid, whicli 
loans are discbaif^ after the dindenda are paid, and thus the fluctuation in the 
cuireacy ia very considerably diminiahed from what it olberwiBe would tie. Now, if 
we bad a bank that could not do this, if the currency was issued upon what have been 
called currency principlea, then the Chancellor of tlie Exchequer must have the 
whole amouot of the January dividend! in hia strong room before he conld pay those 
dividends. Out of the circulation of England and Wales, consisting of about 
;f2B,000,000, yon most collect eight millions and a half, and lock them up in the 
Cnltody of tbe Government previoualj to the payment of the dividends ; then yon pay 
out in a mass these eight millions and a-half, and that in a state cf contracted currency ; 
andthns yon go on, four times in the year, producing the most violent and most 
eitravagant fiuctnations ; whereas now, by the excellent plan adopted by the Bank of 
England, in issuing her notes before the payment of the dividends, by means of loans, 
which are disdiarged after the payment of the dividends, notwithstanding you pay 
eight millions and a-half of dividends, yon produce a fluctuation in the coirency of 
only two millions and o-half." — Gilbart. 

8. — One Bon* ijf lime leaald be deitruHite to Scotland. 

" Do yon think the establishment of a single bank of issue for the United 
Kingdom would be advantageonB or otterwise to Scotland f" ...." I conceive that 
it must be very destmetive to Scotland." 

" In what way ?" " It is perfectly clear that it would overturn the present 

system of banking in Scotland. Onr system of banking ia based upon the power that 
our currency gives us to allow a high rate of deposit interest ; if you take ftom us the 
profit that our currency yields, we must make onr profit from some other source i 
we must increase the charges to the commnnity. and allow less interest, or probably 
no interest at all, and our system will he totally changed." — Kennedy. 

9.-^A Sole Bank qflisueit nut adapted to the Trade qf Ireland. 
"What would be, in your opinion, the efiect of Bbolishing them (joint-stock 
banks) and establishing only one hank of issue ?",..." It would produce an entire 
revolution in the monetary affairs of Ireland. The committee will already have 
gathered irom the questions I have previously answered, that the produce is brought 
to market in very small quantities, and by a very large number, I had almost said an 
innumerable class, of burners ; each man brings his sack of oats and two or three 
pigs to market ; it would be almost impossible, in such a state of things, to regulate 
by one bank of issue the monetary aflair^ of Ireland, or ta adapt it to its purposes aa 
it is now situated." — Mvrray. 

10. — Hie Prmdple of one Bank q/"/*SBe cmmot be applied to the rartotu Ctarenciet 

n the tables yon 

have put in?". . .'. " The general conclosion I would draw is, that the Bank of 
England is governed by certain laws which do not apply to the country orculation ; 
that the country circulation of England is also gcvemed by laws peojiar to itself ; 
that the circulation of Ireland is also governed by laws peculiar to itself; that the cir- 
culation of Scotland is also governed by laws peculiar to itself 1 that those respective 
circulations are all governed by uniform laws, as ia shewn by their arriving at nearly 
the same point at the same period of the year ; and, therefore, that yon cannot in- 
troduce any system by whicli all those various circulations, governed by difierent laws, 
can be amalgamated into one system : tiai such a system would be at variance with 



iteelf, and would tend to destroy that beautiful syatem of country bankiiig rfuch now 
exists in this country — a system whkh has tended very much to the prosperity of this 
country, which, by receiving the surplus capitol of different districts, and giiing out 
the capital for the encouragement of trade, calla forth all the natoral reEOurcea of the 
country, and pats into motion the industry of the nation, and at the same time sup- 
plies a drculation which eipanda and contracts in each district according as it is 
required by the trade or agriculture of the district. Those eipansions or contracHona 
take place at different perioda of the year in different districts ; the circulation eipands 
when the wants of trade require it, and when no longer wanted it again retoniB ; 
and I think this beautiliil system, in the language of the resolutions passed by the 
depudesfrom the joint-stock banks 'has greatly promoted the agriculture, trade, 
miniog, and general industry of the nation, and that equal advantages cannot be pro- 
duced by one bank of issue.' "—GMart. 

At a general meeting of deputies from the Joint Stock Banks of England. 
Wales, and Ireland, held in London on the 4lh June, 1840, the following resolutions 
were unanimously passed ;— 

" Tliat t*e present mode of eondocting the circulation of the country, by means 
of numerous issuera, controlled by an effective system of local eichanges, is well 
adapted to the state of the commnnity, and powerfully promotes the agricultore, 
trade, mining, and general industry of the nation, and that equal advantages eoiild 
not he obtained by one bank of issue." 

" That all persons interested in joint-stock banks be requested to eommunicate 
to those members of parliament with whom they are acquainted, the views entertained 
by thia meeting as to those amendments of the law which are considered desirable, 
and the prejudicial effects that would result from the eatablishmmt of one bank of 
issue throughout the country." 



LETTER III. 

THB GENERAL EFFECTS OF SIR ROBERT PEEl's MEASURES 
UPON THE JOINT STOCK BANKS. 

To the Directors and Managers of Joint Stock Banks. 

Gbntlehbn, — In my former letters I pointed out "the defects of the 
laws relating to joint-stocK banks," and presented you with a. " summary of 
the evidence given before the Parliamentary Committee on Banks of Issue, in 
1341, upon the establishment of one hank of issue." I uon beg to lay 
before you my opinions aa M the effect of the measures proposed by Sir 
Robert Peel, so far as they relate to the interests of the joint-stock banks. 

It must be acknowledged, that the principle of regulating the currency hv 
the stock of bulhoa in the Bank of England, as proposed by Sir Robert Pee^ 
is one which the joint-stock banks, as well as the private bankers, have 
strongly condemned. But since we cannot obtain the adoption of our own 
views, the question for our consideiatioa is, whether the existing system, or 
that now proposed, will best promote the interests of our establishments? 
And we shall probably det«nnine, that it is belter to have a uniform law, the 
operations of which may he subjected to some degree of calculatioD, than 
unknown taws, which are applied or susperuled according to the impulse of 
caprice. 

The proposed measure is an experiment, and so esceUent is the machiiiery 
that the experiment interferes as little as possible with existing interests; pro- 
vision is made against its failure by allowing the government to authorize a 
fiirther issue of notes whenever they think proper,* and the old machinery 
being retfuned by the continuance of the country issuers, the return is easy to 

• Ttiii provisioa h» not been inierled in tbc Bwik Chutu Am. 
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the former ^gtem, if necesgary, before any serious injury can have been in- 
flicted on the country. 

As practical bankers, we contend that experience a the only teat of the 
EOundness of a theory. Let then " the currency principle " be tried by this 
test. If it succeeds, the joint-stock bankers, in common with every other class 
of the community, will share the advantage. K it &ils, then other principles 
will, perhaps, be tried; and notwithstanding all the denunriationB we have 
heard upon the subject, it may, perhaps, be ultimately found that the principle 
of "competiug isauers," as practised in Scotland, is the only effective 
principle by ubich the cujTency throughout the United Kingdom can be 
managed. 

It may be observed, that with regard to the currency, there is no part of 
the proposed plan that has an exclusive reference to joint-stock banks. If we 
are restjaincd in the issue of notes, so are the private bankers, and bo is the 
Bank of England. 

We will then waive for the present all discussions respecting the theory of 
the currency, and take a view of the practical bearing of the proposed 



We find that the joint-stock banks in London are empowered to accept 
bills like private bankers ; that all banks can sue and be sued in the name and 
title of the company;* that the board of directors only can bind the company; 
that all legal notices must be served upon the head omcer, and that no ^are- 
holder, as such, shall be liable to the laws of bankruptcy. Possibly there 
may be other regulations of the same kind. It is also proposed that no joint- 
stock banks of deposit can be eatabliehed without complying with certain 
regulations which shall ensure the respectability of the companies. Thus the 
character of our body will not be impaired by the addition of any unworthy 
members; and we are assured, that whatever competition the existing joint- 
stock banks may have to sustain hereafter, they will have no rivals but such 
as are under the government of honourable and well-conducted individuala. 

With regard to the banks of issue, the main regulations are, that they 
cannot issue a larger amount than the average of the last two years; that 
they present a weekly account of their circulaaon ; and that no new banks of 
iaaue he formed. Here some points of inquiry are suggested. If two banks 
unite, vrill the united bank be allowed to issue to the united amounts of their 
previous issues ? In what way will the banks be required to ascertmn at all 
times the exact amount of their circulation? Will a joint-stock bank of 
issue be allowed to establish a non-issuing branch within sixty-five miles of 
London 7 May it establish new issuing branches beyond the sixty-five miles, 
provided it does not at all its branches issue beyond the prescribed amount? 
And is it not rather unfair to take the average of the last two years, when the 
amount was greatly reduced, as the maximum of their fiiture issues ? These 
points will probably be satisfactorily explained when the details of the 
measure are brought before Parliament. 

The prohibition of other banks of issue, secures to the existing banks the 
present amount of issues for the next ten years. Thus, though their circula- 
tion is limited on one hand, it is virtually guaranteed on the other. If new 
banks of issue were allowed, as heretofore, to be estabhshed, and the spirit of 
speculation was to lake that direction, as it did in 1336, how many of the 
existing banks could calculate with equal certainty upon maintaining for ten 
years to come the present amount of their circulation ? They are required to 
publishthe weekly amount of their issues; but so are the private bankers; 
and is not the knowledge which the joint-stock banks will gain of the circula- 
tion of their rivals a sufficient compensation for any annoyance thay may feel 
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through ihe diacloaure of their own 7 Stilt, in rertiun seasons of the year, 
the wants of ft distnct will require a larger amount of notes than the couuti'y 
hanker is allowed to supply. In this case he must, as Sir Robert Peel states, 
sell government stock, and get Bank of England notes, charging his customers, 
oi course, for the additional expense occasioned by the operation. 

Beyond the practical benefits thus acquired, the measure will probably be 
productive of some collateral advantages. 

One advantage is, that by the proposed measures the joint^stork banks ore 
for the Srst time placed upon an equality with private banks. Whenever legal 
disabilities are, either justly or unjustly, inflicted upon private individuals or 
on public bodies, the parties are always damaged in genend estimatioa. Such 
has been the case with the joint-stock banks ; but from tliis evil they will now 
be Iree. The legal distinction between banks having not mure than six 
:ra, and banks having more than six partucrs, will no longer exist. '" 
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a that standing in public estimation to which it will be entitled 
by its own character and conduct. 

Another advantage is, that the joint-stock banks of issue will be delivered 
Irom those unjust accusations to which they have hitherto been exposed. 
Almost every evil that has befallen the country for the last ten years has been 
ascribed by different writers to the reckless issues of the joint-stock banks ; 
and thoi^b the charge has been oft refuted, yet such has been the talent, 
zeal, and perseverance with which it has been revived, that it has doubtless in 
some degree prejudiced the public mind. But now this charge can be made 
no more. Our assailants are compelled to observe at least a ten years' truce. 
During this period we shall have no Bank directors pubhshing pamphlets to 
show that their efforts to regulate the exchanges have been counteracted by 
the imprudent issues of the joint-stock banks. Our notes will not again 
be classed by the authors of " prize essays " among the causes of national 
distress, and philosuphical writers will no longer declaim in eloquent meta- 
phor, agaiast "the wild democracy of rival issuers." It is no small matter 
to be put into a position wherein we shall be sheltered from the peltings of 
unjust accusations. 

The measures of Sir Robert Peel will probably lead to a more friendly 
intercourse between the joint-stock banks and other banking establishments. 
All the hostile measures heretofore taken by the Bank of England, against 
the joint-stock banks, have arisen horn erroneous impressions relating to the 
currency. The London joint-stock banks were not allowed to accept bills, 
from an absurd fear that the practice might be abused so as to affect the 
currency. Bills endorsed by joint-stock banks of issue were refused to be 
discounted, lest they might become an instrument for expanding the currency. 
Bv the proposed measures this bone of contention is removed. The Bank 
of England has laid aside her coronet, and become one of us. She is about 
to commence business simply as a joint-stock banker. " The Old Lady of 
Threadneedle-street " is transformed into our younger brother, and it may be 
hoped that this new relationship will be cemented on both sides, by a corres- 
ponding degree of iratemal regard. 

Another effect of Sir Robert Peel's measures is, that it will tend to 
improve onr system of man^ement. In cases of pressure on the money 
market, arising from an unfavourable course of exchange, the Bonk of Eng- 
land vrill not be able, as heretofore, to relieve that pressure by a further issue 
of notes, and, so far from granting assistance Co oCher banks, she may, from 
the extent of her transactions, be more in need of assistance herself. We 
must, therefore, conduct our banks, imlividually, on a principle of self-depend- 
ence 1 we shall have to limit our overdrawn accounts, to avoid all advances on 
inconvertible security, and to call up such an amount of capital as shall 
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lecure to us the means at all times of giving reasonable accommodation to 
our customers. On the recurrence of b pressure, similar to that of 1839, the 
cry will be eoum qui pent — every one must take care of himself. 

Such will probably be the effects of the measures proposed by Sir Robert 
Peel, but should they work less favourably than we expect, we need not fear 
for the prosperity of joint-stock banking institutions. We have prospered 
when the laws were less favourable, and we shall prosper still. The principle 



of a^regation amouK banks, call it by what name we may, ia sure to extend. 
Ten years hence, the banks both in London and in the countir will be fewer 
n number, but they will be more powerfid and more united. The banking 



interests will by that time have gathered such strength, that should the pre- 
sent experiment ou the currency not succeed, the unlimited power of issue 
may again be placed in our hands, without any apprehension on the part of 
our rulers that the trust will be endangered either by our insolvency or 
imprudence. I am. Gentlemen, your obedient servant, 

London, May, 9M, 1844. N£HEM1AH. 



THE EFFECTS OF SIR ROBERT PEELS 
THE SYSTEU OF BANKING IN LONDON i 
THE COUNTRY. 

To the Directors ajtd Managers of the Joint Stock Bants. 

Qbntlbmes,— In my letter of the !Jth of May I Bu^ested, what appeared 
to me to be, the wisest course for the joint-stock banks to adopt, and pointed 
out some of the effects likely to flow from the measures of Sir Robert Peel, 
with regard to the renewal of the Bank Charter. 

1 am gratified to find that the Committee of Joint Stock Banks have 
adopted the course I took the liberty to suggest. In their communications to the 
government they have maile no reference to the subject of the currency, nor 
even to those enactments which had a special reference to the Bulk of 
England — they alluded only to those parts ol the measure which hadapractical 
hearing upon their own establishments — and on these points they obtained 
several important modifications. 

It may be remarked, that in their efforts to obtcun an amelioration of the 

Sroposed measures affecting joint-stock banks of issue, the London private 
ankers, who are the business Eigents of most of these banks, and are also 
the agents for the joint-stock banks of issue in Scotland and Ireland, seem to 
have rendered no assistance. They memorialised the government, indeed, but 
it was not on behalf of the country circulation. The private country bankers 
were left to take care of themselves, and the cause of the country joint-stock 
banks was supiwrted chiefly by the ioint-stock bankers of London, who, having 
ohttuned all they wanted for themselves, had no direct interest in the question of 
drculation, and had comparatively but few business connections among those 
whose cause they advocated. It is to the exertions of Mr. P. M. Stewart and 
his coadjutors that the country banks of issue, whether private or joint-stock, 
are mainly indebted for the modifications that have been obtained. 

Let us then take a view of the present state of the law with regard to the 
joint-stock banks, beginning with those of London. 

The Bank Charter Act gives to these banks the power of accepting bills 
drawn at less than six months after date, and the Joint Stock Bank Regula- 
tion Act gives them the power of suing and being sued by a public restored 
officer, in the same way as banks beyond sixty-five miles irom London. The 
practical eflect of these measures is, that they can take without impediment 
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the agency of private sud joint-atock banks in the conntry, of foreign banka, 
and of banks in the coloniea ; that they can issue circular aotes for the use of 
travellers on the Continent, who will not agun be exposed to such loBses as 
nere incurred by the failure of Messrs. Uammersley & Co., and that the banks 
can sue all parties owing them money, without requiring their customers to 
sign a special contract. 

These privileges will place the London joint-stock banks upon a level with 
the private bankers. Hence it is probable that Eome of the country joint- 
stock banks mill gratify the desire, which it may be presumed they have 
always entertained, of connectiiu; themselves with joint-stock banks in iJondon. 
Some private country bankers, for the sake of additional security, may follow 
their example. These results are more likely to occur, from recent events 
having shewn that the London private hankers have no influence whatever in 
obtaining privileges even for themselves ; and, liom the recent declaration of 
the meeting of London private bankers, held in the clearing house, that the 
restrictions on the circulation will probably deprive them hereafter of the 
means of rendering adequate assistance to their customers in seasons of 
pressure. 

But the greatest injuiy the London private bankers will sustain will 
probably arise from the rivdry of the Bank of England. Unable to increase 
thrir profits by the extension of their circulation, this powerful corporation 
will probably apply all their enei^es to the extension of their banking business- 
Troublesome rCRiuations will probably be abandoned, and business conducted 
with the same feeilities as at private estahliahments. From this and other 
causes, many of the customers of the private bankers will probably transfer 
their accounts to the Bank of England. Thus, from the operations of the 
Ixmdon joint-stock banks on one aide, and from those of the Bank of England 
on the other, the London private banks may ultimately find themselves in the 
position of Issachar. From this position some of them will probably he 
extricated, either by turning their banks into joint-stock banks, or mei^iing 
them in those already established. 

The joint-stock banks of issue are excluded, as they were before the pas«ng 
of the Bank Charter Act, from the circle of sixty-five miles round London ; and 
they are restricted, which they were not before, from taking up the business 
of private banks, even beyond the sixty-fiv^milcs, and having the benefits of 
their circulatioit. They are, also, in common with the private bankers, limited 
BB to the maximum amount of their issues ; and like them, too, exempted from 
all competition with new banks. Taking the restrictions and the privileges 
together, the existing joint-stock banks are, probably, in a better position tmin 
they would be by the unlimited power of issne. But the continued exclusion 
from the circle of eixty-five miles irotu London, and the prohibition of unions 
with private banks, must tend greatly to restrain the practical extension of the 
principle of joint-stock banking. 

All the alterations made in the Bank Charter Bill, during its progress 
through the House of Commons, ' ' ' ..-■... 

banks than to f' ' ' ' — 

of the fiiture circulation should be the average of the last two years, 
private bankers asked for the average of the last five years, — the joint-stock 
banks for the maximum of the two years. And Sir Rob^ Peel ultimately 
determined on the average of the last three months previous to the announce- 
ment of the measure to Parliament. The respective amounts are as follows ; — 
Private Joint Stock 

Banks. Banks. 

Average of the two years 4,916,494 3,061,562 

Average of the five years 5,761,792 3,485,329 

Maximum of the two years 6,296,239 3,752,867 

Average of the three months 5,062,945 3^32,213 



Thus it anpeaH that the joint-stock bitnkB have olitiuncil a higher amount of 
circulation than the average of the five years, tvhile that of the private bankers 
is about ^700,000 less. 

The alteration from a weekly to a monthly averse was more in favour of 
the joint-itock banks, as their branches ore more nnmerous than those of the 
private banks, and consequently the difficulty of the weekly averages would 
have been eieater. The permission to close branches and open others, still 
retaining the same amount of circulation, is of great value to the joint-itock 
bauka, a» in case of the failiug-off of the businew of a branch, another branch 
may be opened, and thus the profit on the whole circulation be still retained. 
The postponement of the. operation of the act until the 10th of October, 
was also of most advantage to those banks whose branches were most numeroua. 

The amount of circulation granted to the joint-stock banks, will, probably, 
become more valuable from the gradual decliue of that of the private bankers. 
Without calling any reflection on the private bankers, it may be feirly calcu- 
lated that in the course of a few years the amount of their circulation 
will be less than at present. An unwillingness to publish the amount of their 
issues, a dispoaition to retire from business, misfortune, death, and other 
circumstances, may cause a withdrawal of the circulation of a country bank ; 
and, when once withdrawn, it can never be restored. Even should the Bar^ 
of England be disposed to fill up the void, they cannot issue to more than two- 
thirda the amount. It seems hkely, therefore, that the exclusive privil^e of 
eirculation granted to the joint-stock banks for ten years to come will become 
increasingly valuable. 

Although the Bank of England has never imposed any dishonourable 
conditions on those joint-stock banks who have consented to issue her notes, 
yet it cannot be denied that these banks have stood aloof as a class by them- 
selves, and seem to have had an impression that their connection with the 
Bank of England precluded them from that freedom of action in which other 
banks might indu^. Uence we find that but few of these bonks have ever 
sent representatives to the general meeting of deputies, or subscribed to their 
funds ; and some of them have assignea their connection with the Bank of 
Engltmd as a reason why they shoidd not appoint as their London agents 
those banks against whom it was considered that the Bank of England enter- 
tained an unfriendly feelin?. This state of supposed dependence will no 
longer exist. The Bank of England will not, probably, discount for these banks 
at a lower rate than to other parties ; nor engage at all times to discount to 
a stipulated amount. These banks will now, therefore, moat likely discount 
their bills in London whenever the market-rate of money is lower than the 
bank rate. Or they may form business engagements with those joint-stock 
banks who have abundance of sunilus funds, and thus the surplus capital of 
the agricultural will be transferred to the manufecturing districts without the 
intervention of the London bill-brokers. The compensation of one per cent, 
granted iot the abandonment of their issues is secured until the tst day of 
August, 1856, and is not dependent on the pleasure of the bank. 

All the joint-stock banks, whether they issue notes or not, have the power 
of obtaining the privileges conferred by the Joint-Stock Bank Kegulation Act. 
But the conditions would, in most cases, require an alteration of the deed of 
aettlement, and are attended with practical inconveniences. By this act all 
shares must be not leas than ^100; no bank to have a less capital than 
^£100,000, half of which must he paid up. Nine shareholders, holding 
twenty-five shares, have the power of calling extraordinary meetings of the 
company. An account of the assets and liabilities must be presented monthly. 
One-fourth of the directors must retire anniudly, and are not ehgible ior 
re-election for one year. Two auditors must be appointed, and their report, 
with a balance-sheet of the affairs of the bank, must be sent anniudly to every 
shareholder. Upon all new banks these conditions are obligatory. Existing 
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